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ZALE CORPORATION 


Zale Corporation, established as a 
jewelry retailer in 192-4 in Wichita 
Falls. Texas, is today the world’s 
largest retailer of fine jewelry, and 
one of this nation's dominant specialty 
retail organizations. There are two 
major jewelry divisions: the /ale 
Division serves middle America in 
"93 stores, while the Fine Jewelers 
Guild Division is comprised of 328 
carriage trade jewelry stores operating 
under 40 trade names Other divi¬ 
sions include international jewelry 
operations, promotional jewelry 
stores, leased jewelry departments, 
catalog showrooms, a mail order 
operation and newsstand shops at 
airport and hotel locations. 


In total, there are more than 1,-500 
outlets worldwide. Retail activities 
span 49 states, Guam. Puerto Rico. 
Canada, the I nked Kingdom. West 
Germany. Switzerland, France and 
Japan. Additionally , Zale s jewelry 
operations are vertically integrated in 
that the Company purchases and 
wholesales diamonds and precious 
gems and operates its own jewelry 
manufacturing facilities. 

The corporate headquarters is in 
Dallas, Texas, with worldwide offices 
in New York City, New York; San 
Juan, Puerto Rico: Tel Aviv, Israel; 
Zurich, Switzerland; Antwerp, 
Belgium; Paris, France; Tokyo, Japan; 
and Hanau. West Germanv, 
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FINANCIAL 

HIGHLIGHTS 





For the Year Ended March 31 





1985 


1982 


198 J 

Net Salt's 

*939,^56,000 

5962,039,000 

5828,709,000 

Earnings from Conti ruling Operations before Income Taxes 

Intome Taxes— 

s 

5.782,000 

1 

h6.950.000 


50.945,000 

Prior years tax assessment 

$ 

10,600.000 


- - 


— 

Current year provision 

S 

1,500,000 

5 

13,698,000 

S 

14,700,000 

Net Earnings (Loss) from Continuing Operations 

£ 

(ft, 118,000) 

S 

33.252,000 

S 

36,245.000 

Net Earnings from Discontinued Operations 




— 

£ 

56,487,000 

Net Earning^ {Loss) 

s 

(6,118,000) 

s 

55,252,000 

£ 

72,732.000 

Earnings (Loss) per Share from Continuing Operations 


* (.54) 


5 297 


S 3 08 

Earnings per Share from Discontinued Operations 




— 


i 3-10 

N>t Earnings (Loss) per Share 


* {*54) 


5 2,97 


S 6.18 

Return on Sales from Continuing Operations 




3-5% 


4,4% 

Shareholders' Investment per Common Share— 1, IPO 


* 35.58 


J 38.14 


5 36.64 

—Pro Forma FIFO 


5 43 09 


S 46.13 


5 43.66 

Divi(Lends per Common Share 


J 1.26 


S 1.235 


5 1,14 

Number of Common Shareholders 


8,629 


9,205 


9.459 
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THE SHAREHOLDERS 
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The fiscal year ended March 31, 1983 
was one of the most difficult periods 
in Zale Corporation’s history. Adverse 
economic conditions in the domestic 
economy, coupled with a weak inter¬ 
national environment, resulted in a 
very disappointing year in which con¬ 
tinuing operations generated net earn¬ 
ings of only S4.5 million before a 
non-recurring special charge describ¬ 
ed below. 

Sales for the year declined 2.3 % , 
reflecting continuing high levels of 
unemployment and related concerns, 
a spreading of the recession through 
the Southwest, and deterioration of 
the value of the Mexican peso. It is 
part of the nature of the fine jewelry 
business that consumers can tend to 
diminish or defer spending for such 
merchandise in a recessionary envir¬ 
onment. This is particularly the case 
when concerns about employment 
stability create a desire to increase 
the rate of net savings. 

In an effort to stimulate sales 
demand, as well as to maintain a 
competitive position versus other 
retailers, Zale increased its promo¬ 
tional pricing activity during the year. 
This put additional pressure on gross 
margin, w r hich declined to 34.7% of 
sales. Selling, general and administra¬ 
tive expenses were 32 % of sales for 
the year. Efforts to control these 
expenses included tightening credit 
approval standards as well as reduc¬ 
ing the total employee population by 
over 7%. Offsetting these expense 
reduction measures were an increase 
in media advertising expenditures and 
higher occupancy related costs. 

Despite the handicaps of a weakened 
consumer environment, a number of 
significant corporate objectives were 
accomplished in the course of last 
year. 

Although total sales declined, Zale’s 
credit sales increased, both in dollars 
and as a percent of the total. This 
was accomplished by aggressively 
soliciting additional new credit ac¬ 
counts while simultaneously tighten¬ 
ing our credit approval standards to 
minimize bad debt risks. The higher 
quality customer accounts receivable 


base that resulted from these moves 
allowed us to extend our payment 
schedule in the fall of last year. That 
change gave many Zale credit 
customers additional credit financing 
ability in the important holiday sell¬ 
ing season. This helped us weather 
one of the poorest jewelry-sales 
Christmas periods in our history. 
More importantly, the improvement 
in our credit approval, processing, 
and collection systems reduced the 
net cost of credit programs by over 
a million dollars for the year, with 
further improvement anticipated 
next year and beyond. 

We were successful in reducing our 
inventory level by over S85 million 
during the year. Our end-of-year in¬ 
ventory of 5296 million reflects a 
healthy stock position relative to our 
current sales budget and gives us in¬ 
creased flexibility in our buying plans 
for the year to come. Those plans 
have been made in conjunction with 
the implementation schedule of our 
corporate Merchandise Management 
System (MMS). The first phase of 
implementation—an automated sales 
reporting system—began in our Mis¬ 
sion division this spring. The .new 
sales reporting program will be ex¬ 
tended to the major divisions starting 
in the fall, as the second phase of 
MMS, a new purchase order manage¬ 
ment system, is implemented in the 
Mission Division. Successful installa¬ 
tion of these two components will 
enable us to progress toward our 
objective—establishment of a ‘ 'perpe¬ 
tual’ 1 inventory system. 

On the international front, we made 
significant progress in our program 
for Western Europe. The Keller Christ 
division underwent substantial 
changes in the course of last year. 

The manufacturing facility was 
closed, the workforce population was 
reduced and pensions and various 
other required social programs pro¬ 
vided for, the inventories were up¬ 
dated and reduced, and a number of 
unprofitable units were closed. The 
repositioning of this division has been 







both painful and costly. Benefits, 
however, have already begun to sur¬ 
face and we expect Keller Christ to 
show dramatic improvement in 
operations this year. 

We were able to take advantage of 
two additional opportunities to con¬ 
tinue to concentrate our position in 
jewelry retailing. On March 31 1983, 
we agreed to sell the Sugerman Divi¬ 
sion for its approximate book value 
to a new r corporation organized by 
Charles F. Sugerman, the Division’s 
president. Sugerman sells consumer 
electronic equipment, optical pro¬ 
ducts, and military insignia. This 
divestiture was part of the program 
we announced in 1981 of focusing 
our assets and efforts toward 
strengthening Zale’s position as the 
world’s leading retail jeweler. A 
second opportunity to enhance this 
positioning objective occurred shortly 
after our fiscal year-end. In May, 1983 
our United Kingdom subsidiary com¬ 
pleted a $1.6 million purchase of 19 
retail store sites, bringing our total 
store count to 108 for that division. 
This acquisition of Regent Jewellers, 
provides us with the ability to ac¬ 
celerate our penetration strategy for 
this market. 

During the year, the Company identi¬ 
fied and established 118 new retail 
locations. In a continuation of our ef¬ 
forts to improve productivity, we 
dosed an equal number of units that 
were not operating at a satisfactory 
profit level For fiscal year 1984 , we 
presently plan to open 65 new retail 
units, including the 19 Regent 
Jewellers sites, and close about 40 
stores. 

In October, 1982 the Company reach¬ 
ed an agreement to settle its tax 
liability for fiscal 1970-1975, stem¬ 
ming from an IRS investigation which 
commenced in 1976. In that year, the 
Company voluntarily disclosed to the 
fRS that it had discovered that the 
manner in which allocations of in¬ 
come and expenses were made 
among various corporate income tax 
returns in previous years was not in 
accordance with the Company’s 
established allocation method. The 


IRS subsequently asserted approxi¬ 
mately $78 million in taxes and 
penalties against the Company. The 
Company consistently maintained that 
the ultimate liability would be signifi¬ 
cantly less. The total settlement 
reached was for approximately $20.8 
million, inclusive of all taxes, penal¬ 
ties, and interest and after adjustment 
for deductible items and tax credits. 
The Company had previously record¬ 
ed charges of S 10.2 million against 
prior years 1 earnings for potential 
liabilities arising from the IRS investi¬ 
gation. The S J 0.6 million charge to 
1983’s earnings amounted to $.94 
per share of common stock. The 
agreement will have no impact on the 
Company’s deferred federal income 
taxes. 

In sum, then, 1983 was a year in 
which the operating environment was 
onerous. Managing in adversity is 
never a pleasant challenge. Despite 
the problems we faced and the resul¬ 
tant poor earnings comparison, pro¬ 
gress was made toward some very 
critical strategic and Financial objec¬ 
tives. That progress will enable us to 
capitalize on the opportunities that 
are already beginning to develop as 
the recovery begins. 

Improving consumer sentiment, a 
leveling out of the unemployment 
rate, lower inflation and interest 
rates, a pick-up in discretionary 
income and consumer spending— 
these trends all appear to be develop¬ 
ing in a manner that should produce 
a healthier consumer environment in 
Fiscal year 1984 and, most important¬ 
ly, during the Christmas 1983 selling 
season. The disciplines instilled and 
the programs and systems developed 
during the past several years will 
ensure that we are able to take 
advantage of all that the year ahead 
should offer. 

The pride that Zale employees take in 
their work is exceeded only by the 
esteem in which we hold these col¬ 
leagues, who have accomplished 
much in a very trying year. We are 
most grateful for their efforts and 
continued support. 











ZALE CORPORATION 
DOMESTIC RETAIL LOCATIONS 
BY DIVISION 3 / 31/83 


At year-end, Zale Corporation operated a total of 1576 
retail selling locations. 1359 of these units were located 
in the United States, Guam and Puerto Rico. Inter¬ 
national operations included locations in the United 
Kingdom, Western Europe, Canada, and Japan. 
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Zale 

Fine 

Jewelers 

Guild 

[.eased 

Jewelry 

Mission 

Jewelers 

Catalog 

Showrooms 

Aeroplex 

Alabama 

15 

7 





Alaska 

9 






Arizona 

14 

9 





Arkansas 

13 

2 

4 

1 



California 

71 

39 




6 

Colorado 

22 

14 



2 

3 

Connecticut 


2 





Delaware 

1 






Florida 

52 

19 

5 


1 

11 

Georgia 

18 

7 

15 




Hawaii 

7 

3 





Idaho 

9 






Illinois 

25 

10 


1 



Indiana 

15 

1 



1 


Iowa 

16 



2 



Kansas 

10 

4 

2 




Kentucky 

6 

3 



2 


Louisiana 

18 

18 

4 

1 



Maine 

3 

1 





Maryland 

12 

7 





Massachusetts 

7 

5 

11 




Michigan 

20 

9 




4 

Minnesota 

3 

l 

7 

i 



Mississippi 

6 

3 


2 



Missouri 

19 

9 

1 

2 


7 

Montana 

4 






Nebraska 

5 






Nevada 

6 

4 




4 

New Hampshire 

2 

1 





New Jersey 

10 

11 





New Mexico 

15 

1 

3 

2 



New York 

15 

7 




5 

North Carolina 

18 

3 

5 




North Dakota 

7 






Ohio 

14 

17 





Oklahoma 

32 

11 

7 

2 

1 


Oregon 

11 

3 





Pennsylvania 

15 

15 





Rhode Island 

2 

1 

3 




South Carolina 

8 


3 




South Dakota 

4 






Tennessee 

16 

11 

4 




Texas 

142 

57 

39 

32 

8 

24 

Utah 

10 

4 





Vermont 

1 






Virginia 

17 

3 





Washington 

18 






Wisconsin 

15 

4 





Wyoming 

3 

1 





Guam 


1 





Puerto Rico 

12 






DOMESTIC 







TOTALS 

793 

328 

113 

46 

15 

64 
























ZALE CORPORATION 
OPERATIONS REVIEW 


Zale Division's sales for the year 
declined 3-9% to $398.3 million. 
Comprising our flagship and largest 
division, the Zale stores are posi¬ 
tioned to address the fine jewelry 
needs and wishes of middle America. 
In addition to a weak national con¬ 
sumer economic climate, the south¬ 
western region, w^here the Zale Divi¬ 
sion has its largest concentration of 
stores, was particularly hard hit. 
During the year, 43 new r retail stores 
were opened and 37 existing units 
dosed. The division encompassed a 
total of 793 stores at year-end. 

The Fine Jewelers Guild Division 

generated sales of $274.0 million in 
fiscal 1983, a 3-3% decline from the 
prior year's level. Despite the fact 
that many of the Guild's customers 
enjoy a relatively high level of dis¬ 
cretionary income, this division also 
encountered problems related to the 
economic environment. The opening 
of 18 nev\ stores combined w ith the 
dosing of 36 outlets during the year 
brought the year-end divisional store 
count to 328. Among the trade 
names that operate within the Guild 
are: Bailey, Banks & Biddle, Granat 
Brothers, Corrigan's, Slavick’s and 
Jacobs Jewelers, 

Mission Jewelers' sales growth 
totaled 45% for last year, going 
from $11.8 million to S17.1 million. 
With 9 units opened and 2 dosed, 
the division had a net addition of 7 
stores to finish the year with 46 
retail locations in operation. 

Mission's store-for-store sales perfor¬ 
mance was hampered by the fact 
that over 7 5% of the stores are 
located in the Southwest, which ex¬ 
perienced a particularly difficult 
operating environment last year. 


Leased Jewelry Departments ex¬ 
perienced an increase in total sales 
of 15.2% to $34.4 million during 
last year. This rate of sales gain was 
dose to that generated by the 
department store "landlords" for 
the retail outlets in this division. In 
the course of 1983 the group added 
23 new locations and closed 3, to 
end the year with a total of 113 
leased departments in operation. Of 
the 23 new r locations, 9 were added 
in January. 1983. when an agree¬ 
ment was reached with the presti¬ 
gious Filene's division of Federated 
Department Stores, to undertake the 
management and operation of those 
stores' fine jewelry departments. 

Catalog Showrooms realized a 
27.9% decline in sales from $86 
million to $62 million. This division, 
which opened no new units and 
closed 2 locations last year, now r 
operates 15 catalog showrooms 
under the name O.G. Wilson. 

Aeroplex operations produced a 
sales gain of 65.2% , moving sales to 
$30-9 million from $18.7 for the 
prior year. This increase resulted in 
part from an acquisition, late in 
fiscal year 1982, which involved the 
addition of 22 retail locations. 
Operating newsstands and gift shops, 
primarily in airport and hotel loca¬ 
tions, this division's sales trends are 
generally impacted by travel pat¬ 
terns. The division dosed two sites 
last year and opened 9- A new con¬ 
tract enabled the opening of 5 of 
these shops at LaGuardia Airport in 
New r York City, one of the nation's 
busiest travel centers. There were 64 
Aeroplex shops operating at year- 
end. 

Willoughby & Taylor more than 
doubled its divisional sales volume 
in the second full year of operation. 
This direct-mail merchandising divi¬ 
sion published 5 catalogs last year 
compared to 4 in the prior year. 


International Operations consist 
primarily of our subsidiary operating 
in the United Kingdom and Keller 
Christ, which has stores in West 
Germany, Switzerland and France. In 
addition, the Company has jewelry 
stores in Canada and Japan. The 
economic environment in both 
Europe and the United Kingdom w ? as 
poor throughout the year, putting 
considerable pressure on our opera¬ 
tions' ability to generate additional 
sales and profits. The U.K. stores 
recorded a sales gain of ,4% for the 
year, bringing them to a level of 
$25.6 million (U.S.). The opening of 
3 new retail units during the year 
brought the division's retail store 
count to 89 by year-end. Revenues 
of Keller Christ increased 19.1 % 
from last year to $41.2 million 
(U.S.). Keller Christ opened 7 stores 
and dosed 12 during the year, en¬ 
ding the period with 88 retail units 
in operation. The division's 
manufacturing plant w ? as also dosed 
during 1983. 







ZALE CORPORATION 
OBJECTIVE AND STRATEGY 


Zale Corporation is the world’s largest retailer of fine 
jewelry. Our goal is to enhance that position of leadership 
productively. Size, alone, is not the best measure of 
strength. We want our profitability growth to generate a 
superior return on corporate assets and our shareholders’ 
investment. Efforts to enhance our industry leadership 
position rely on a three-pronged strategy of market 
segmentation, geographic penetration and vertical 
integration. 


MARKET SEGMENTATION involves our 
efforts to understand our customers, 
our competitors, and the environ¬ 
ments in which we operate. Informa¬ 
tion accumulation and analysis en¬ 
ables us to recognize today’s realities 
and anticipate the changes that will 
affect how and where we must 
modify our efforts. The most obvious 
example of our market segmentation 
strategy is seen in the conceptual 
positioning of our domestic jewelry 
operations; 

Zale—serving middle America 
Fine Jewelers Guild—geared to the 
carriage trade 

Mission—selling on a promotional 
basis 

GEOGRAPHIC PENETRATION of the 
markets we have identified for 
development allows us to take advan¬ 
tage of economies of scale in areas 
such as advertising and staffing. We 
have elected to pursue both a cor¬ 
porate real estate development and an 
acquisition approach to the growth or 
penetration of our target markets. At 
the same time that we are developing 
or acquiring new outlets, we continue 


to evaluate all existing units to deter¬ 
mine what stores should be closed. 
Our quest for dominance in the 
businesses we operate has also dic¬ 
tated selective divestiture—the most 
recent example of which involved the 
1983 sale of the Sugerman division. 

VERTICAL INTEGRATION allows us 
both assurance of quality standards 
and continuity of merchandise sup¬ 
ply. Our ability to control the acquisi¬ 
tion of raw materials, the design and 
manufacturing of finished goods, as 
well as the subsequent distribution 
and promotion of the merchandise is 
unique. We believe that our corporate 
configuration enables us to offer our 
customers a better fine jewelry value 
than can he obtained elsewhere. Our 
new Merchandise Management 
System (MMS), which will be imple¬ 
mented over the next two years, 
will ensure an even greater ability to 
coordinate production with sales. 
That coordination will allow us to 
achieve a better effective balance of 
demand for and supply of merchan¬ 
dise. We will be able to be more 
responsive to customer desires, in a 
more timely and better focused 
manner. 

These three strategies and the tactics 
they involve are designed to support 
our objective of enhancing Zale 1 s 
position of leadership in the fine 
jewelry retail industry. They are also 
supportive of our financial manage¬ 
ment objectives of safeguarding our 
stockholders' investment and increas¬ 
ing the return generated by that in¬ 
vestment. 

ASSET MANAGEMENT is, we believe, 
an important criteria for the evalua¬ 
tion of any corporate management's 
capability. 

The largest asset classification on 
Zale’s balance sheet is merchandise 
inventory. Improving the productivity 
of this substantial investment pro¬ 
vided the impetus for the conceptuali¬ 
zation and development of the new 
corporate Merchandise Management 
System (MMS). We expect that 


successful implementation of MMS 
throughout our operating divisions 
will enable us to improve our inven¬ 
tory turnover. This improvement will 
come from our ability to increase 
comparable store sales with a lower 
level of in-store inventory. 

The customer accounts receivable 
generated by our credit operations 
also represent a significant portion of 
our asset base. Our credit subsidiary, 
Jewelers Financial Services, has 
already made enormous progress in 
controlling this asset. Improvement is 
being realized in areas including bad 
debt write-offs, operating expenses, 
and finance charge revenues. 

In the category of property and 
equipment, all possible efforts are 
being made to ensure that our assets 
are being proper!)' utilized. Our new 
stores, for instance, have been 
designed to maximize sales potential 
within minimum space requirements 
and at the lowest optimal staffing 
level. Existing space is scheduled for 
closing whenever it becomes evident 
that our profitability objectives are 
not being met. In addition, the 
cumulative and ongoing investment 
we make in new systems is also 
representative of our commitment to 
achieving the highest possible return 
on all of our assets. 

These are just a few' examples of the 
kinds of actions we are taking in our 
efforts to better manage all of our 
corporate assets. We believe that by 
enlarging that managerial capability 
we will be able to effect an improve¬ 
ment both in our return on corporate 
assets and our return on share¬ 
holders' investment. 
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ZALE CORPORATION 
FINANCIAL REVIEW 



SUMMARY OF SELECTED 
FINANCIAL INFORMATION 




Year Ended March 31 



1983 

1982 

1981 

1980 

1979 


(dollar amounts in thousands except per share amounts) 

Net Sales 

*939,756 

*962,039 

$828,709 

*720,941 

*621,339 

Costs and Expenses— 






Cost of goods sold (including buying and occupancy expenses) 

613,600 

603,352 

523,172 

435,241 

403,468 

Selling, general and administrative 

300,450 

294,774 

242,388 

199,821 

156,223 

Interest 

22,706 

22,771 

22,820 

10,794 

7,965 

Gain on Sale of Non-Current Assets 

2,782 

5,808 

10 ? 616 

1,950 

10,549 

Earnings from Continuing Operations before Income Taxes 

5,782 

46,950 

50,945 

77,035 

64,232 

Income Taxes— 






Prior years tax assessment 

10,600 

— 

— 

— 

— 

Current year provision 

1,300 

13,698 

14,700 

29,504 

27,119 

Net Earnings (Loss) from Continuing Operations 

(6,118) 

33,252 

36.245 

47,531 

37,113 

Net Earnings from Discontinued Operations 

— 

— 

36,487 

6,494 

5,892 

Net Earnings (Loss) 

$ (6,118) 

* 33,252 

$ 72,732 

* 54,025 

s 43,005 

Net Earnings (Loss) Per Share— 






Continuing Operations 

*(.54) 

$2.97 

S3.08 

*3-96 

*2.77 

Discontinued Operations 

— 

— 

3.10 

.54 

.44 

Net Earnings (Loss) Per Share 

*(.54) 

$2.97 

*6.18 

*4.50 

$3-21 

Balance Sheet Information— 






Working Capital 

*354,999 

*377,754 

*361,352 

S 280,771 

s 273,078 

Current Ratio 

2.9 

2.6 

2.6 

2.3 

2.7 

Net Property and Equipment 

* 162,379 

*123,635 

*112,260 

* 73,691 

S 59,684 

Total Assets 

*759,440 

*801,145 

S752,277 

S 701,401 

S 595,148 

Total Debt 

S180,029 

*210,434 

SI 15,435 

S 166,739 

* 93,214 

Shareholders' Investment 

*408,834 

S424.283 

*438,163 

*369.553 

S 369,571 

Percent Return on Shareholders’ Investment 

(1.4)% 

7.6% 

19-7% 

14.6% 

12.6% 

Dividends— 






Total cash dividends 

S 9,087 

s 8,702 

$ 7,977 

$ 9,938 

* 10,851 

Dividends per share— 






Cash dividends — 






Common 

*1.26 

$1,235 

$1.14 

$1.06 

* .98 

Class B Common 

— 

— 

— 

S .51 

S .47 

Series A Preferred 

S .80 

$ .80 

$ .80 

S .80 

S .80 

Stock dividends—Class B Common 

1/18 

1/19 

1/21 

1/39 

1/36 

Common and Common Equivalent Shares Outstanding 






Average 

11,302 

11,201 

11,775 

12,001 

13,400 

At year-end 

11,489 

11,125 

11,959 

11,600 

13,375 

Stores, Employees, Shareholders— 






Number of stores 

1,576 

1,576 

1,485 

1,266 

1,125 

Stores opened 

118 

200 

260 

149 

121 

Stores closed 

118 

109 

4l 

27 

127 

Number of employees 

13,455 

14,520 

13,785 

12,340 

11,660 

Number of common shareholders 

8,629 

9,205 

9,459 

10,114 

11,415 


The Summary of Selected Financial Information should be read in conjunction with the Financial Statements and related Notes. 
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REVIEW & 

MANAGEMENT DISCUSSION 


Management’s primary financial objectives are to safeguard our shareholders’ long-term investment and to maximize 
return on that investment. From that perspective, management undertook redeployment of its assets at the end of fiscal 
1981 to focus almost total concentration on its jewelry divisions, intending to strengthen Zale’s position as the world’s 
leading retail jeweler. Unfortunately, the last few fiscal years have encompassed one of the most difficult economic periods 
for retailing in recent history in the United States and internationally. The worldwide economic recession in fiscal 1983, 
and ensuing intensified competitive pressures, resulted in a very disappointing year for the Company. 


SALES (amounts in millions) 



Due to the adverse economic 
environment and the substantial 
decline in construction of new 
shopping centers, Zale's retail 
locations were held constant at 
1,576 units at the end of 1983 
compared with a net growth of 91 
new stores in fiscal 1982 (excluding 
77 locations added in the acquisition 
of Keller Christ at the end of fiscal 
1981). Net sales decreased by 2.3%, 
reflecting the continued poor 
economic environment, a spreading 
of the recession through the 
southwest United States (an area of 
Zale's store concentration), and 
increasing pressure on the value of 
the peso. 

Sales increased in 1982 versus 1981 
primarily due to additional stores, 
including the acquisition of Keller 
Christ, mentioned above. 

CROSS MARGIN PERCENT 



Competitive pressures caused 
significant price reductions during 
the year, at the same time the 
Company experienced increased 


buying and occupancy expenses. 
These factors were partially offset hv 
a reduction of the UFO reserve due 
to a combination of gold and 
diamond deflation during the period 
and lower inventory levels. In the 
foreign arena, the degree and 
duration of economic difficulties 
necessitated a $3.0 million provision 
at the end of the third quarter for 
non-recurring expenses related to 
actions designed to improve future 
performance. 

In 1982, diminishing gold and dia¬ 
mond inflation resulted in a substan¬ 
tially lower LIFO provision than in 
the prior year. This more than offset 
the reduction in margin caused by a 
higher proportion of lower margin 
catalog showroom non-jewelry sales 
and lower margins in Europe. 

OPERATING EXPENSE RATIO 



A number of factors resulted in an 
increase in operating expense ratios 
compared with the prior year. In 
order to maintain market share and 
respond to competitive pressures, 
promotional and advertising 
expenses were increased. Occupancy 
related costs such as communica¬ 
tions, maintenance and depreciation 
also increased, while payroll and 
employee benefit expenses were held 
to a slight increase versus the prior 
year as a result of headcount reduc¬ 
tions accomplished during the latter 
half of the year. These increased 
costs were offset in part by declining 
consumer credit costs as a result of 
the Company’s actions to improve 


the quality of the customer receiv¬ 
able portfolio and reduce delinquent 
account charge-offs while simulta¬ 
neously increasing finance charge 
revenues. 

in 1982, operating expenses increased 
due to higher payroll and employee 
benefit expenses, along with in¬ 
creased advertising expenses. Con¬ 
sumer credit costs stabilized in 1982 
following substantial increases in the 
two preceding years. 

INTEREST 

Interest costs were flat with the 
prior two years. In September, 1982, 
the Company sold its first public 
long-term debt issue, which reduced 
short-term borrowings. High short¬ 
term borrowing rates in the early 
part of the year resulted in the 
average interest rate for the year 
approximating that of the prior year. 
Overall borrowing levels were down 
as a result of the Company’s 
accomplishment of an $85 million or 
22% reduction in inventory levels. 

INCOME TAXES 

During the year, the Company 
reached a settlement with the IRS 
regarding the long-pending tax 
examination for fiscal 19TM975. 

The settlement resulted in a $10,6 
million non-recurring charge to 
current year earnings, or i pir 
share. 

The income tax rate on continuing 
operations for the year was 22.5% 
compared with the 1982 rate of 
29 2 % and the 1981 rate of 28.9 % 
The decrease from the prior year 
was primarily a result of a propor¬ 
tional increase in substantially tax 
exempt income of the Company’s 
Puerto Rican subsidiary, partially off¬ 
set by a decreased benefit from 
United Kingdom stock relief. 
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NET EARNINGS PER SHARE 

Excluding the previously discussed 
non-recurring tax charge of S .94 per 
share, net earnings per share from 
continuing operations were S .40 
compared with $2.97 in the prior 
year. In 1982, the increase in net 
earnings per share was not propor¬ 
tional to the increase in net earnings 
due to the Company's purchase of 
1.3 million shares of its stock during 
that year. 

ASSET MANAGEMENT 

The Company’s liquidity needs pri¬ 
marily consist of funding inventory 
and customer receivable growth and, 
to a lesser degree, capital expendi¬ 
ture requirements for retail outlet 
expansion and for the new 
Corporate Headquarters facility now 
under construction. To the extent 
that liquidity requirements are not 
met by cash sales and collection of 
customer receivables, the Company 
will continue issuance of commercial 
paper and banker’s acceptances as 
well as periodic bank borrowings for 
which adequate lines of credit or 
other arrangements presently exist. 

In the current year, the Company 
issued S 50.0 million of long-term 
debt securities in the public debt 
market. Should future liquidity 
requirements exceed present funding 
arrangements, the Company will be 
able to utilize its high credit rating 
and strong financial position to 
generate additional world-wide 
financing alternatives. 


CURRENT RATIO 



Due to inventory reductions exceed¬ 
ing $85 million that were accom¬ 
plished during the fiscal year, 
working capital at year-end 
decreased to $355.6 million com¬ 
pared with $377.8 million at the end 
of the prior fiscal year. This resulted 
in a strengthened current ratio of 
2.9 to 1 compared with 2.6 to 1 at 
the prior year-end. 


RECEIVABLE TURNOVER 



Customer receivable turnover of 1.9 
times declined slightly from 2.0 
times the prior year. Although total 
sales decreased, the Company’s 
credit sales actually increased during 
fiscal 1983- This was accomplished 
through use of an extended payment 
plan introduced just before 
Christmas as well as the aggressive 
solicitation of new accounts that 
qualified for our more stringent 
credit standards. Improvements 
accomplished in the quality of the 
customer receivable portfolio also 
resulted in reduction in the neces¬ 
sary reserve for uncollectible 
accounts. 


INVENTORY TURN 



Inventory turn was 1.2 times in 
1983 compared to 1.1 times for the 
past tw'o fiscal years. Inventories 
were down by 22 % or $85 million, 
due to the Company’s inventory 
reduction program. 


DEBT TO CAPITAL 



30 . 6 % 33 . 2 % 20 . 9 % 31 . 1 % 20 . 1 % 


Total debt, which includes long-term 
debt and short-term borrowings, was 
$180.0 million or 30.6% of total 
capital at year-end, a decrease from 
$210.4 million or 33.2% of total 
capita] the prior year-end. This 
14,4% decrease was due primarily 
to the lower level of inventory, 
partially offset by expenditures for 
construction in progress during the 
year on the new r Corporate Head¬ 
quarters facility. 

For a discussion of the impact of 
inflation on purchasing power of the 
Company's assets, see Note 15 to 
Consolidated Financial Statements on 
page 25- 






















QUARTERLY RESULTS (UNAUDITED) 




First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 



1983 

1982 

1983 

1982 

1983 

1982 

1983 

1982 





(amounts in thousands except per share amounts) 



Net Sales 

S 212,086 

192,430 

178,691 

197,830 

381,598 

402,522 

167,381 

169,257 

Cost of goods sold 

* 141,095 

120,770 

120,963 

125,679 

244,930 

241,022 

106,612 

115,881 

Selling, general and 








administrative 

$ 

70,693 

61,418 

66,815 

66,206 

99,141 

103,217 

63,801 

63,933 

Interest 

Gain on Sale of Non- 

$ 

6,749 

3,466 

6,112 

7,373 

5,649 

7,186 

4,196 

4,746 

Current Assets 

$ 

696 

696 

695 

3,295 

696 

696 

695 

1,121 

Earnings (Loss) before 

Income Taxes 

Income Taxes— 

$ 

(5,755) 

7,472 

(14,504) 

1,867 

32,574 

51,793 

(6,533) 

(14,182) 

Prior years tax assessment 
Current year provision 

$ 

— 

— 

10,600 

— 

— 

20,860 

— 

— 

(benefit) 

$ 

(850) 

2,914 

(4,573) 

1,103 

9,423 

(2,700) 

(11,179) 

Net Earnings (Loss) 

$ 

(4,905) 

4,558 

(20,531) 

764 

23,151 

30,933 

(3,833) 

(3,003) 

Net Earnings (Loss) 










Per Share 

$ 

(.44) 

.38 

(1.83) 

.07 

2,05 

2.87 

(.32) 

(.27) 

Dividends per Common 
share 

Dividends per Series A 

$ 

.315 

.29 

.315 

.315 

.315 

.315 

.315 

• 315 

Preferred share 

$ 

.20 

.20 

.20 

.20 

.20 

.20 

.20 

.20 

Market price of 










Common shares— 










High 

$ 

22 7 /. 

29% 

22% 

28% 

24% 

24% 

25% 

25 

Low 

Market price of Series A 

$ 

19% 

25% 

17% 

22% 

20% 

19% 

20% 

18% 

Preferred shares— 










High 

$ 

17% 

22% 

17 

22 

18% 

20% 

19% 

19 

Low 

$ 

16% 

20% 

14% 

20% 

16 

19% 

15% 

18 


NOTES: 

The following adjustments and 
events were reflected in the fourth 
quarter: 

Income Taxes —The Company 
calculates the interim tax provision 
using an estimated annual effective 
tax rate. As a result of differences 
between the actual year-end effective 
rate and the rate previously esti¬ 
mated, net earnings in the fourth 
quarter were increased approxi¬ 
mately $.6 million or $,05 per share 
in 1983 and $5.4 million or $.49 per 
share in 1982, 

Purchase of Tax Benefits —In 1982, 
the Company purchased tax benefits 
pursuant to a “Safe Harbor” lease 
agreement under the provisions of 
the Economic Recovery Tax Act of 


1981. This increased 1982 net 
earnings by $2.1 million or $.19 per 
share, which is reflected as a 
reduction of “Selling, general and 
administrative” expense. 

LIFO Inventories —As a result of 
differences between the actual year- 
end LIFO calculation and previous 
estimates, cost of goods sold 
decreased approximately $4.3 million 
in the fourth quarter of 1983 and 
net earnings increased by approxi¬ 
mately $2.2 million or $.19 per 
share. Similarly, cost of goods sold 
decreased approximately $1.4 million 
in the fourth quarter of 1982 and 
net earnings increased by approxi¬ 
mately $.7 million or $.06 per 
share. 


Keller Christ —The Company 
increased net earnings by $3-4 
million and $1.9 million in 1983 and 
1982, respectively, for inventory 
pricing adjustments. In 1982, 
reserves no longer required were 
also reduced by $1.7 million. 

Net earnings per share for the 

four quarters of 1982 do not add to 
net earnings per share for the year. 
This was due to the differing 
number of average common and 
common equivalent shares 
outstanding during the period as a 
result of the Company's purchase of 
1,259,802 shares of its common 
stock. 


The Quarterly Results should be read in conjunction with the Financial Statements and related Notes. 
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REPORT OF 
INDEPENDENT 
PUBLIC ACCOUNTANTS 


To the Board of Directors and 
Shareholders of Zale Corporation; 

We have examined the consolidated 
balance sheets of Zale Corporation (a 
Texas corporation) and subsidiaries 
as of March 31, 1983 and 1982, and 
the related consolidated statements 
of earnings, shareholders* invest¬ 
ment and changes in financial posi¬ 
tion for each of the three years in 
the period ended March 31, 1983. 
Our examinations were made in 
accordance with generally accepted 
auditing standards and, accordingly, 
included such tests of the accounting 
records and such other auditing pro¬ 
cedures as we considered necessary 
in the circumstances. 

In our report dated May 17, 1982, 
our opinion on the March 31, 1982 
and 1981, consolidated balance 
sheets and the related consolidated 
statements of earnings, shareholders' 
investment, and changes in financial 
position for each of the three years 
in the period ended March 31. 1982, 
was qualified as being subject to the 
resolution of an Internal Revenue 
Service assessment relating to the 
Company's income tax returns for 
the years 1970 through 1975. As 
explained in Note 3, the Company 
has settled this matter with the 
Internal Revenue Service. In accord¬ 
ance with generally accepted 
accounting principles, the Company 
charged $10.6 million not previously 


reserved to fiscal 1983 earnings. 
Accordingly, our opinion on the 
March 31, 1982 and 1981 financial 
statements as presented herein is no 
longer qualified. 

In our opinion, the financial state¬ 
ments referred to above present 
fairly the financial position of Zale 
Corporation and subsidiaries as of 
March 31, 1983 and 1982, and the 
results of their operations and the 
changes in their financial position 
for each of the three years in the 
period ended March 31, 1983, in 
conformity with generally accepted 
accounting principles applied on a 
consistent basis, after restatement 
for the change (with which we 
concur) in the method of accounting 
for translation of foreign currency 
financial statements as explained in 
Note 2 to the consolidated financial 
statements. 



Dallas, Texas, 
May 16, 1983. 
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STATEMENTS OF 
CONSOLIDATED EARNINGS 


Year Ended March 31 



1983 

1982 

1981 


(amounts in thousands except per share amounts) 

Net Sales 

*939,756 

*962,039 

$828,709 

Costs and Expenses— 




Cost of goods sold (including buying and occupancy expenses) 

613,600 

603,352 

523,172 

Selling, general and administrative 

300,450 

294,774 

242,388 

Interest 

22,706 

22,771 

22,820 


936,756 

920,897 

788,380 

Gain on Sale of Non-Current Assets 

2,782 

5,808 

10,616 

Earnings from Continuing Operations before Income Taxes 

Income Taxes— 

5,782 

46,950 

50,945 

Prior years tax assessment (Note 3) 

10,600 

— 

— 

Current year provision 

1,300 

13,698 

14,700 

Net Earnings (Loss) from Continuing Operations 

Discontinued Operations— 

(6,118) 

33,252 

36,245 

Loss, net of income taxes 

— 

— 

(1,584) 

Gain on disposition, net of income taxes 

— 

— 

38,071 

Net Earnings from Discontinued Operations 

— 

— 

36,487 

Net Earnings (Loss) (Note 2) 

S (6,118) 

$ 33,252 

* 72,732 

Net Earnings (Loss) Per Share— 




Continuing operations 

*(■54) 

*2.97 

$3.08 

Discontinued operations 

— 

— 

3-10 

Net Earnings (Loss) Per Share 

*(.54) 

$2.97 

*6.18 


These Financial Statements should be read in conjunction with the Notes to Consolidated Financial Statements. 





















CONSOLIDATED 
BALANCE SHEETS 


Assets 

Current Assets— 

Cash 

Customer receivables, net of allowance for doubtful accounts of SI3.3 million in 1983 
and S17.2 million in 1982 

Income taxes receivable 

Other receivables 

Merchandise inventories, net of accumulated LIFO reserve of S 165.7 million in 1983 
and $170.9 million in 1982 

Other current assets 

March 31 

1983 1982 

(amounts in thousands) 

$ 10,501 S 18,336 

196,691 188,907 

15,966 10,104 

14,645 9,134 

295,816 381,454 

6,041 4,323 

Total Current Assets 

539,660 

612,258 

Net Property and Equipment> at Cost 

162,379 

123,635 

Investment in Unconsolidated Subsidiaries 

21,458 

18,477 

Other Assets 

35,943 

46,775 

Total Assets 

* 759,440 

$801,145 

Liabilities and Shareholders' Investment 

Current Liabilities— 

Notes payable 

S 23,229 

$ 70,845 

Current portion of long-term debt 

7,355 

6,812 

Accounts payable 

41,203 

42,705 

Accrued payroll 

15,320 

16,010 

Other accrued expenses 

28,209 

23,078 

Taxes other than income taxes 

12,555 

11,782 

Dividends payable 

2,382 

2,316 

Income taxes 

Current 

2,038 

12,714 

Deferred 

52,370 

48,242 

Total Current Liabilities 

184,661 

234,504 

Long-Term Debt 

149,445 

132,777 

Deferred Gain from Sale of Corporate Office Building 

2,783 

5,569 

Deferred Income Taxes 

13,717 

4,012 

Commitments and Contingencies (Notes 8 and 9) 

Shareholders' Investment— 

Capital stock— 

Series A Preferred, par value SI per share (preference on liquidation $4.5 million 

in 1983); authorized 3 million shares; 150,884 and 168,482 shares issued, respectively 

151 

168 

Common, par value SI per share; authorized 30 million shares; 10,948,759 and 

10,883,927 shares issued, respectively 

10,949 

10,884 

Class B Common, par value SI per share; authorized 12 million shares; 3,901,689 

and 3,745,477 shares issued, respectively 

3,901 

3,746 

Additional paid-in capital 

127,682 

124,105 

Retained earnings 

360,480 

380,384 

Foreign currency translation adjustments (Note 2) 

(6,599) 

(3,297) 

Less Common stock in treasury, at cost; 3,482,460 shares in 1983, 3,639,259 shares in 1982 

(87,730) 

(91,707) 

Total Shareholders' Investment 

408,834 

424,283 

Total Liabilities and Shareholders' Investment 

$759,440 

$801,145 


These Financial Statements should be read in conjunction with the Notes to Consolidated Financial Statements. 
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STATEMENTS OF CONSOLIDATED 
SHAREHOLDERS’ INVESTMENT 








Foreign 




Capital Stock 


Additional 


Currency 



Series A 


Class B 

Paid-In 

Retained 

Translation 

Treasury 


Preferred 

Common 

Common 

Capital 

Earnings 

Adjustments 

Stock 




(amounts in thousands) 



Balance, March 31, 1980 

$503 

5 9,398 

54,569 

$116,226 

S 300,327 

$ — 

5(61,470) 

Net earnings 

Conversions into Common 

(61) 

86 

(36) 

11 

72,732 



Treasury stock issued under stock 








plans and other 




(191) 

(3) 


4,059 

Cash dividends 

Stock dividend-^Class B Common 

Treasury stock purchases 



217 

4,797 

(7,977) 

(5,014) 



(400 shares) 







(10) 

Balance, March 31, 1981 

442 

9,484 

4,750 

120,843 

360,065 

_ 

(57,421) 

Net earnings as restated 

Conversions into Common 

Treasury stock issued under stock 

(274) 

1,411 

(1,192) 

55 

33,252 



plans and other 


(11) 


(834) 

(2) 


8,082 

Cash dividends 

Stock dividend—Class B Common 

Treasury stock purchases 
(1,356,206 shares) 

Translation adjustments 



188 

4,041 

(8,702) 

(4,229) 

(3,297) 



(42,368) 

Balance, March 31, 1982 

168 

10,884 

3,746 

124,105 

380,384 

(3,297) 

(91,707) 

Net (loss) 

Conversions into Common 

Treasury stock issued under stock 

(17) 

65 

(52) 

3 

(6,118) 



plans and other 




(913) 

(5) 


3,977 

Cash dividends 





(9,087) 



Stock dividend—Class B Common 
Translation adjustments 



207 

4,487 

(4,694) 

(3,302) 


Balance, March 31, 1983 

SI 5) 

SI 0,949 

$3,901 

$127,682 

5360,480 

5(6,599) 

5(87,730) 

These Financial vStatements should he read 

in conjunction with the Notes to Consolidated Financial Statements. 
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STATEMENTS OF 
CHANGES IN CONSOLIDATED 
FINANCIAL POSITION 


Sources of Working Capital 

Continuing operations— 

Net earnings (loss) 

Equity in earnings of unconsolidated subsidiaries 

Amortization and depreciation 

Amortization of gain on sale of corporate office 
building 

Gain on sale of corporate lease rights 

Gain on tax benefits purchased 

Deferred income taxes and other 

1983 

S (6,118) 
(2,404) 
19,053 

(2,786) 

(278) 

11,025 

Year Ended March 31 

1982 

(amounts in thousands) 

S 33,252 
(242) 

15,390 

(2,783) 

(3,025) 

(2,107) 

11,896 

1981 

$ 36,245 
(2,963) 

14,464 

(1,939) 

Working capital provided by continuing operations 

18,492 

52,381 

45,807 

Working capital used by discontinued operations 

— 

— 

(16,579) 

Total working capital provided by operations 

18,492 

52,381 

29,228 

Cash and notes received from sale of divisions, 
net of income taxes 



149,744 

Additions to long-term debt 

50,000 

60,720 

6,007 

Cash received from sale and leaseback of properties 

— 

14,221 

— 

Common stock sold to employees 

991 

2,401 

1,878 

Total sources 

69,483 

129,723 

186,857 

Uses of Working Capital 

Additions to store property and equipment, net of 
retirements 

25,900 

45,456 

52,767 

New Corporate Headquarters facility construction 

24,331 

— 

— 

Cash dividends declared 

9,087 

8,702 

7,977 

Reduction of long-term debt 

33,248 

4,273 

33,110 

Purchase of treasury stock 

— 

42,368 

10 

Long-term notes received from sale of divisions 

— 

— 

7,229 

Tax benefits purchased 

— 

13,322 

— 

Foreign currency translation adjustments 

(128) 

(1,316) 

— 

Increase (decrease) in other assets 

(293) 

(174) 

6,905 

Other 

93 

690 

(1,722) 

Total uses 

92,238 

113,321 

106,276 

Increase (Decrease) in Working Capital 

$(22,755) 

$ 16,402 

$ 80,581 






These Financial Statements should be read in conjunction with the Notes to Consolidated Financial Statements. 














NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


(1) SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

The Company’s Business consists 
principally of the retail sale of 
jewelry merchandise. 

Consolidated Financial Statements 

include all majority owned subsidiar¬ 
ies except for the Company’s insur¬ 
ance subsidiary. The investment in 
the insurance subsidiary and 
20-50% owned entities are separate¬ 
ly reported under the caption 
1 'Investment in Unconsolidated Sub¬ 
sidiaries” and the Company’s share 
of net earnings in the insurance 
subsidiary is included as a reduction 
of '‘Selling, general and administra¬ 
tive” expenses. The Company’s 
share of net earnings in the other 
20-50% owned entities is included 
as a reduction of "Cost of goods 
sold”. All significant intercompany 
transactions have been eliminated. 

Customer Receivables are classified 
as current assets, including amounts 
which are due after one year. This 
is consistent with trade practices. 
Finance charges of $25.7, $25.8 and 
$23.0 million in 1983, 1982 and 
1981 7 respectively, have been 
reflected as a reduction of "Selling, 
general and administrative” 
expense. 

Merchandise Inventories are stated 
at the lower of cost or market which 
is determined primarily in 
accordance with the retail inventory 
method. Substantially all domestic 
inventories are priced using the last- 
in, first*out (LIFO) method, while 
essentially all other inventories are 
priced on a first-in, first-out (FIFO) 
basis. 

Depreciation and Amortization 

are provided using the straight-line 
method over the estimated useful 
lives of the assets or remaining lease 


life, whichever is shorter. Prior to 
1982, the Company used an accel¬ 
erated method to depreciate its 
domestic furniture and fixtures. The 
change to the straight-line method 
did not have a significant impact on 
net earnings. Original cost and 
related accumulated depreciation are 
removed from the accounts in the 
year assets become fully depreciated. 
Gains or losses on disposition of 
property and equipment are reflected 
in earnings in the year of disposal. 
Computer software costs related to 
the development of major systems 
are capitalized as incurred and 
amortized over their useful lives. 

Store Preopening Expenses are 

charged to earnings in the period in 
which the store is opened. Store 
closing costs are estimated and 
recognized in the period in which 
the store is dosed. These costs 
include the present value of 
expenditures for estimated rentals, 
net of sublease income, and other 
related occupancy costs. 

Income Taxes are provided 
currently for all items included in 
the Statements of Consolidated 
Earnings regardless of when such 
taxes are payable. Deferred taxes 
arise from the recognition of 
revenue and expense in different 
periods for tax and financial 
statement purposes. Current deferred 
income taxes primarily relate to 
gross profit on customer receivables 
which is deferred for income tax 
purposes. 

U.S. income taxes have not been 
provided on undistributed earnings 
of foreign subsidiaries since the 
Company considers such earnings to 
he permanently invested. 

Investment tax credits are reflected 
as a reduction of the current provi¬ 
sion for income taxes in the year 
such credits arise. 


Advertising Expenses are charged 
to earnings as incurred. Amounts 
charged to earnings were $54.2, 
$49.5 and $42.1 million in 1983, 
1982 and 1981, respectively. 

Net Earnings Per Share is based on 
the average number of common and 
common equivalent shares outstand¬ 
ing during each year. For this 
purpose all classes of stock 
outstanding are considered to be 
common or common equivalents. 
Stock options are also included as 
common stock equivalents, if the 
effect on net earnings per share is 
dilutive. The average number of 
common and common equivalent 
shares used in computing net 
earnings per share was 11,302,000, 
11,201,000 and 11,775,000 shares 
for 1983, 1982 and 1981, 
respectively. Fully diluted net 
earnings per share is not shown 
since the dilutive effect is not 
material. 

(2) ACCOUNTING CHANGE 
FOR CURRENCY TRANSLATION 

The Company adopted Statement of 
Financial Accounting Standards No. 

52 for foreign currency translation 
effective April 1, 1982. Under the 
statement, for certain foreign opera¬ 
tions, assets and liabilities are 
translated at the current exchange 
rate and revenues and expenses are 
translated at the average exchange 
rate. Resulting translation ad¬ 
justments are made directly to a 
separate component of shareholders' 
investment (Foreign currency 
translation adjustments). 

The consolidated financial statements 
have been restated for the effects of 
the change, which decreased 
previously reported net income for 
1982 by $4.2 million, or $.37 per 
share. Periods prior to April 1, 

1981, were not restated as the im¬ 
pact on those prior periods was in¬ 
significant. 
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(3) PRIOR YEARS TAX 
ASSESSMENT 

During the second quarter of 1983, 
the Company reached a settlement 
with the Internal Revenue Service 
regarding asserted deficiencies with 
respect to various corporate income 
tax returns filed by the Company for 
the fiscal years 1970-1975. Results 
for the fiscal year ended March 31, 
1983, reflect a charge of $10.6 
million, in excess of amounts pre¬ 
viously provided, for the payment 
of taxes, interest and penalties 
resulting from this settlement. 


(5) COMPONENTS OF WORKING CAPITAL 



1983 

1982 

1981 



(amounts in thousands) 


Increase (decrease) in working capital by component 




Cash 

S (7,835) 

S 14,664 

s (5,806) 

Customer receivables, net 

7,784 

(3,617) 

28,440 

Other receivables 

11,373 

5,662 

8,657 

Merchandise inventories 

(85,638) 

4,036 

60,993 

Other current assets 

1,718 

725 

(395) 

Notes payable 

47,616 

(35,136) 

25,562 

Current portion of long-term debt 

(543) 

(3,416) 

(1,361) 

Accounts payable 

1,502 

25,024 

(10,455) 

Accrued expenses 

(5,214) 

(42) 

(5,391) 

Dividends payable 

(66) 

(247) 

(246) 

Income taxes—Current 

10,676 

13,155 

(17,679) 

Deferred 

(4,128) 

(4,406) 

(1,738) 

Increase (decrease) in working capital 

S (2 2,7 5 5) 

S 16,402 

$ 80,581 


(4) GAIN ON SALE OF 
NON-CURRENT ASSETS 

In 1981, the Company sold the 
4 ‘ Light of Peace' ? diamond for a 
pretax gain of approximately $8.7 
million. 

In 1979, the Company sold its cor¬ 
porate office building and certain 
other adjacent properties and simul¬ 
taneously entered into a five-year 
operating leaseback agreement. The 
Company recorded $10.5 million of 
the pretax gain in 1979 and deferred 


Si2.2 million which represented the 
net aggregate rental payments due 
over the five-year leaseback period. 
The amount of gain amortized to 
earnings was S2.8, $2.8 and SI.9 
million in 1983, 1982 and 1981, 
respectively. In the second quarter 
of 1982, future lease rights on the 
Corporate office building were sold 
for a pretax gain of approximately 
$3-0 million, net of imputed interest 
of 16 Vi % . 


(6) INVENTORIES 

Merchandise inventories valued 
under the LIFO method were $262.4, 
$330.3 and $303.2 million at March 
31, 1983, 1982 and 1981, respec¬ 
tively. During 1983 and 1982, cer¬ 
tain subsidiaries lowered their inven¬ 
tory levels, resulting in a liquidation 
of layers of LIFO reserve. This 


liquidation of lower prior years’ 
carrying values, benefited operating 
results by decreasing the aggregate 
LIFO provision and increasing pretax 
earnings by approximately $6.9 and 
$5.9 million, respectively. 

Substantially all other inventories 
were priced on a FIFO basis. If all 
inventories were priced using the 
FIFO method, which approximates 


current cost, inventories would have 
increased by approximately $165.7, 
$170.9 and Sl6l.4 million at March 
31, 1983, 1982 and 1981, respec¬ 
tively. Inventories used in computing 
cost of goods sold were $295..8, 
$381.5, $377.4 and $316.4 million 
at March 31, 1983, 1982, 1981 and 
1980, respectively. 
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(7) PROPERTY AND EQUIPMENT 

The Company’s property and equipment is summarized as follows: 





1983 

1982 




(amounts in thousands) 

Land 



S 8,818 

S 2,012 

Buildings and leasehold improvements 



97,951 

98,190 

Furniture and fixtures 



98,189 

94,234 

Construction in progress—Corporate Headquarters facility 


26,491 

— 

—Other 



3,087 

3,172 




234,536 

197,608 

Less accumulated amortization and depreciation 


(72,157) 

(73,973) 




S162,379 

S 123,635 

In 1982, the Company commenced 

1983 and 1982, respectively, in 

space under leases which range from 


construction (completion scheduled 

1983, the Company reclassified $9.2 

five to fifteen years and which may 


in 1984) on a Corporate Head¬ 

million primarily representing land 

contain renewal options for consecu¬ 


quarters facility, at an estimated cost 

costs from “Other Assets” to 

tive one to five vear periods. All 


of $40 million. The construction in 

“Construction in Progress’'. 

existing leases 

are considered to be 


progress for the Corporate Head¬ 


operating leases. Minimum sublease 


quarters facility includes capitalized 

(8) LEASES 

rentals under noncancelable sub¬ 


interest of $1.9 and $.8 million in 

The Company leases most of its retail 

leases are not material. 


Rental expense included in the Statements of Consolidated Earnings is as follows 






1983 

1982 

1981 




(amounts in thousands) 


Retail Space— 





Minimum rentals 


S 57,556 

S 48,432 

S 34,183 

Rentals based on sales 


10,930 

11,846 

10,941 



68,486 

60,278 

45,124 

Equipment Rentals 


5,279 

3,496 

2,198 



S 73,765 

S 63,774 

S 47,322 

Future minimum rental commitments as of March 31, 1983, for all noncancelable leases are as 

follows (amounts in thousands): 


1984 

t 50,783 




1985 

44,362 




1986 

40,787 




1987 

35,589 




1988 

32,450 




Thereafter 

186,425 




5390,396 



















(9) DISCONTINUED OPERATIONS 

In 1981, the Company sold its Butler 
Shoe, Skillern Drug and Sporting 
Goods divisions for S166.2 million, 
resulting in a pretax gain of $54.6 
million, income taxes provided on 
the gain were $16.5 million resulting 
in a net gain on disposition of 
discontinued operations of $38.1 
million. The Company has 
guaranteed certain lease liabilities 
assigned to the purchasers and other 
obligations. If the purchasers are 
unable to meet these obligations, the 
Company may be required to assume 
them. No loss is anticipated under 
these guarantees. 


Discontinued operations in 1981 
reported net sales of $305.8 million 
with related costs and expenses of 
$308.7 million. The pretax loss from 
operations of $2.9 million was offset 
by an income tax benefit of $1.3 
million resulting in an after tax loss 
of $1.6 million. 

(10) FINANCING 

The Company had a maximum of 
$244 million (including $90 million 
in convertible lines as described 
below) of domestic and foreign 
short-term lines of credit available 
during 1983 At March 31, 1983, the 
Company had $130 million of 


domestic short-term lines of credit 
that were available for general cor¬ 
porate purposes or to support com¬ 
mercial paper borrowings. Of these 
lines $70 million require mainte¬ 
nance of compensating balances 
ranging from 3 % % to 5% of the 
lines plus an additional 3 % % to 
5 % of any portions that are used or 
commitment fees of %% of the 
average line plus, in some cases, an 
additional %% of any portions used. 
The compensating balances are sub¬ 
ject to withdrawal by the Company 
at its option. Total domestic and 
foreign short-term borrowings and 
weighted average interest rates are 
as follows: 



1983 

1982 

1981 


(amounts 

in thousands) 


Short-term borrowings at year-end— 




Commercial paper 

$ 63,831 

SI 10,986 

s 48,948 

Notes payable to banks 

24,123 

49,859 

45,686 

Total short-term borrowings 

87,954 

160,845 

94,634 

Less short-term borrowings classified as long-term debt 

(64,725) 

(90,000) 

(58.925) 

Total borrowings classified as short-term 

$ 23,229 

S 70,845 

S 35,709 

Average amount of short-term borrowings outstanding for the year 

$ 111,813 

5120,646 

S 180,221 

Maximum amount of short-term borrowings outstanding for the year 

$ 159,835 

S 180,360 

$253,735 

Average interest rate at year-end 

8*9% 

13.7% 

13-5% 

Average interest rate for the year 

13.1 % 

14.3% 

13-2% 


Short-term borrowings mature within an average of 40 days. 


The Company has guaranteed lines 
of credit totaling approximately $43 
million for consolidated subsidiaries, 
including Keller Christ, of which $22 
million w r as utilized at March 31, 
1983- Similar guarantees of approxi¬ 
mately $14 million existed for 
unconsolidated entities of which 
S6.6 million was utilized at March 
31, 1983. 


Under the terms of an agreement 
with a group of banks, the Company 
can borrow' up to $90 million until 
August 31. 1986, at w'hich time the 
balance outstanding will be conver¬ 
tible into a four-year term loan. 
Should the Company decide to con¬ 
vert to a term loan, one-half of the 
term loan would be payable in six¬ 
teen equal quarterly installments 
beginning September 30, 1986, with 
the remainder payable on August 31, 
1990. Borrowing costs can be based 


upon the prime rate, certificate of 
deposit rate and/or Eurodollar rate, 
at the Company’s option. The Com¬ 
pany is required to pay commitment 
fees throughout the term of the 
agreement of %% of the unused 
portion of the commitment. In addi¬ 
tion the Company is required to 
maintain compensating balances (or 
pay equivalent fees) on the average 
outstanding loan balance of up to 
5% , increasing to 8% at August 31, 
1986. 
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The Company intends to refinance 
up to $65 million of short-term bor¬ 
rowings using the existing $90 
million loan agreement or alternate 
financing. Accordingly, the Company 
has classified such short-term bor¬ 
rowings as long-term on the accom¬ 
panying balance sheet 


Among the requirements of the loan 
agreement are restrictions relative to 
limitations on debt, minimum work¬ 
ing capital levels, guarantees on 
loans, future purchases of treasury 
stock, payments of dividends and 
rental expense ratios. A waiver was 
obtained for the current year regard¬ 
ing the rental expense ratio limita¬ 


tion. At March 31. 1983, approxi¬ 
mately $32.7 million of retained 
earnings was available for payment 
of dividends. 

In vSeptember 1982, the Company 
issued $50 million of 14% notes due 
in 1987, the proceeds of which were 
used primarily to reduce commercial 
paper borrowing. 


Long-term debt consists of the following: 




1983 

1982 



(amounts in thousands) 

Short-term borrowings classified as long-term 


S 64,725 

$ 90,000 

14% notes due in 1987 


50,000 

— 

! 6 j /2 % subordinated promissory note, payable $4.4 million annually 


28,788 

32,863 

S l A % promissory note, payable $.6 million annually 


588 

1,176 

13% promissory note, payable $1.4 million annually 


8,400 

9,800 

Foreign hank notes 


2,667 

3,686 

Other 


1,632 

2.064 



S156,800 

si 39,589 

Less long-term debt due within one year 


(7,355) 

(6,812) 



S149,445 

S 132,777 

The aggregate amounts of long-term term debt, for the years following 

$5.9 million; 1987—$ 

5.6 million; 


debt maturities, exclusive of short- March 3% 1983, are: 1984—$7.4 

1988—$55.6 million: 

thereafter— 


term borrowings classified as long- million; 1985 —$ 6.0 million; 1986 — 

S ] 1.6 million. 



(11) INCOME TAXES 




The Company’s effective income tax rate declined to 22.5% in 1983 from 29 2 % 

in 1982 and 28.9% in 

1981. A reconciliation of in- 


come taxes at the federal statutory rate to the actual provision for income taxes for the last three years is 

as follows: 



1983 

1982 

1981 


(amounts in thousands) 


Federal income taxes at statutory rate 

S 2,660 

S 21,597 

s 23,434 

State income taxes, net of federal income tax benefit 

431 

1.338 

1,029 

Impact of foreign operations, including stock relief 

3,354 

(923) 

(2,255) 

Tax exempt income of subsidiary 

(3,558) 

(3.267) 

(2,521) 

Capital gains tax rate differential on sale of non-current assets 

( 61 ) 

(1,705) 

(1,917) 

Investment tax credit 

(1,332) 

( 2 , 000 ) 

( 2 , 300 ) 

Other 

(194) 

(1,342) 

(770) 

Provision for total income taxes 

S 1,300 

S 13.698 

S 14,700 

Effective income tax rate 

22.5% 

29.2% 

28.9% 






















The components of earnings (loss) from continuing operations before income taxes are as follows: 



1983 

1982 

1981 


(amounts in thousands) 


Domestic 

S 13,966 

S 54,092 

I 46,221 

Non-U.S. 

(8,184) 

(7,142) 

4,724 


$ 5,782 

S 46,950 

S 50,945 

The current year provision for income taxes of continuing operations includes the following: 


1983 

1982 

1981 


(amounts in thousands) 


Currently payable: 




Federal 

s (5,395) 

s 7,348 

S 5,863 

State, including Puerto Rico 

2,028 

4,062 

3,343 

Non-U.S. ; including a S 3.9 million deferred credit in 1982 
Deferred: 

508 

(3,570) 

301 

Gross profit on installment sales 

77 

3,710 

5,878 

Gain on sale of corporate office building 

779 

739 

553 

Accelerated depreciation 

2,180 

920 

460 

Other, net 

1,123 

489 

(1,698) 


S 1,300 

S 13,698 

S 14,700 

The 1982 provision for income taxes 

March 31, 1983. Deferred income 

certain conditions) of Common Stock 

reflects the reversal of S3-2 million 

taxes were increased by $3.4 million 

and may be called for redemption by 

of previously deferred taxes resulting 

and $ 2.9 million, respectively, as a 

the Company at $40 per share plus 

from a change in the tax regulations 

result of this transaction. The net 

unpaid dividends. 


of the United Kingdom with respect 
to inventory stock relief. 

gain from the purchase of tax bene¬ 
fits is amortized to income using a 

Class B Common Stock 

is convertible 

constant rate of return method and 

into Common Stock on 

a share-for- 


The Company’s Puerto Rican sub¬ 
sidiary operates under an agreement 
with the Puerto Rican Government 
providing for tax exempt status to 
1996 with the portion of income 
exempt from taxation declining 
periodically, beginning August, 1986, 
as specified in the agreement. 

The 1982 provision for income taxes 
excludes tax benefits (consisting of 
tax credits and accelerated cost 
recovery system deductions) pur¬ 
chased pursuant to a ‘'Safe Harbor" 
lease agreement under the provisions 
of the Economic Recovery Tax Act of 
1981. The current income tax liabili¬ 
ty was reduced by SI 1.9 million at 
March 31, 1982 and S3.9 million at 


is classified as a reduction of "Sell¬ 
ing, general and administrative" ex¬ 
penses. These benefits increased net 
earnings by S.3 million in 1983 and 
$ 2.1 million in 1982 . 

As of March 31, 1983, foreign 
operations have tax loss carryfor¬ 
wards of approximately SI 7.2 
million, to offset future taxable in¬ 
come. These carryforwards expire 
primarily from 1985 to 1989 . 

(12) CAPITAL STOCK 

Holders of Series A Preferred Stock 
are entitled to cumulative annual 
dividends of $,80 per share and, in 
liquidation, to receive $30 per share 
plus unpaid dividends. The shares 
are convertible at anytime into .8 
shares (subject to adjustment under 


share basis. All such shares may be 
called for conversion at any time by 
action of the Board of Directors. 

Dividends may be declared on the 
Common Stock without dividends 
having been declared in that calen¬ 
dar year on the Class B Common, 
but not conversely. The per share 
amount of any dividends declared in 
any calendar year on Class B Com¬ 
mon (whether in cash or shares of 
Class B Common, or both) shall not 
exceed the amount of the dividends 
declared on each share of Common 
in that same calendar year. 


















1983 

1982 

1981 | 

Cash dividends declared are as follows 



(amounts in thousands) 

Series A Preferred ($.80 a share) 

Common (SI.26, SI.235 and SI. 14 a share, respectively) 

S 126 

8,961 

S 178 

8,524 

S 372 

7,605 



S9,087 

$8,702 

S 7,977 

In 1983, 1982 and 1981, Class B Common dividends were 
declared exclusively in stock. 

At March 31, 1983, the Company has reserved Common shares 
for the following purposes: 

Conversion of— 

Series A Preferred 

Class B Common 

Stock Plans 

120,708 

3,901,689 

1,836,194 



5,858,591 

During 1982, the Company acquired 
from certain members and related 
entities of the family of William 

Zale, co-founder of the Company, 
1,259,802 shares of Common Stock 
of the Company for $47.2 million 
consisting of $11.8 million in cash 
and short-term notes plus $35.4 
million in 14% subordinated prom¬ 
issory notes due in installments to 

1989- In recording the transaction 
the Company imputed interested at 
\6Vz % to reflect its borrowing rate. 

After interest imputation and tax 
consequences, the cost of the shares 
purchased was $40.1 million, or 
approximately $31.79 per share. 

(13) STOCK PLANS AND 

PROFIT SHARING 

The Company has adopted a stock 
option plan under which either 
incentive stock options or non¬ 
incentive stock options, or both, 
may be granted to key employees. 
Options are granted at the fair 
market value of the shares granted, 
except for key employees who own 
more than 10% of the total voting 
power of all classes of the 

Company’s stock, for whom options 
are granted at a price equal to 

110% of the fair market value. 

Generally one-half of the shares 
granted become exercisable one to 
two years from the date of grant and 
all of the shares are exercisable after 
three years from the date of grant. 
Options granted expire up to ten 
years from the date of grant except 
for options granted to key employees 
who own more than 10% of the 
total voting power of all classes of 
the Company’s stock, whose options 
expire after five years. During 1983, 
the Company determined that 
options intended to be granted in 
fiscal 1982 had not been formally 
granted, accordingly prior year op¬ 
tion information has been restated. 


Balance, March 3% 1981 

Additional shares authorized 

Lapsed or cancelled 

Exercised 


Shares 
Available 
for Grant 

27,025 

750,000 

19,825 

Options Outstanding 

Shares Price Per Share 

402,825 S16.13 to S24.06 

(19,825) S16.13 io S21.13 

(75,450) S 16 .13 to $24.06 

Balance, March 31, 1982 


796,850 

307,550 

SI6.13 to S22.50 

Granted 

Lapsed or cancelled 

Exercised 


(204,785) 

99,325 

204,785 

(99,325) 

(8.725) 

S20.44 to S21.44 

S 17.75 to S21.J3 

SI7.75 to S21.13 

Balance. March 31, 1983 


691,390 

404,285 

S16.13 to S22.50 

Options exercisable at March 31, 1983 



159,650 

S16.I3 to S22.50 

































The Company has a qualified, non¬ 
compensatory, General Employees’ 
Stock Purchase Plan whereby 
employees, upon completion of one 
year of service as defined, can 
subscribe to purchase from 10 to 
300 Common shares at 85% of the 
lower of the fair market value on 
November 1 or the following October 
31. During 1983, 42,024 shares 
were issued to employees under this 
plan with the difference between the 
cash received and the cost of the 
treasury shares being charged to 
*‘Additional paid-in capitalAt 
March 31, 1983, stock subscriptions 
for 39,142 shares were outstanding 
under this plan. 

In 1981, a Restricted Stock Plan was 
adopted to grant certain key execu¬ 
tive employees of the Company 
restricted Common Stock. The aggre¬ 
gate number of shares which may be 
granted under the Plan cannot 
exceed 500,000, Shares awarded 


under the Plan are restricted for an 
initial period of one to four years, 
after which 20% becomes freely 
transferable annually. The fair 
market value of the stock at the 
grant date is recognized as compen¬ 
sation expense over the restricted 
period of the shares. During 1983 
and 1982, 5,050 and 203,000 shares 
were granted and 51,089,000 and 
5550,000 of compensation expense 
was amortized, respectively. Total 
shares granted as of March 31, 

1983 w'ere 301,550, 

A non-contributory profit sharing 
plan is maintained by the Company 
under which the Company contribu¬ 
tions are made on a discretionary 
basis as authorized by the Board of 
Directors. Substantially all employees 
are eligible participants of the plan 
upon completion of one year of ser¬ 
vice as defined. The Company's con¬ 
tribution to the profit sharing plan 
for continuing operations was SI.9, 


S5 9 and S4.8 million in 1983, 

1982 and 1981, respectively. 

(14) SEGMENT INFORMATION 

The Non-U.S. segment is comprised 
primarily of the Company’s European 
consolidated subsidiaries, which are 
consolidated as of February 28 of 
each year. Intersegment sales, which 
are made at cost, are insignificant 
and are eliminated in consolidation. 
Substantially all Non-U.S. segment 
inventory is accounted for under the 
FIFO method. 

Functional currencies are used to 
measure the Company’s significant 
Non-U.S. operations including 
primarily the pound in the United 
Kingdom and the deutshe mark in 
Germany. The foreign currency 
translation adjustments in the Con¬ 
solidated Balance Sheets are substan¬ 
tially the result of a strengthening 
U.S. dollar against the pound. 

Segment information is as follows: 



1983 

1982 

1981 

Net Sales 


(amounts in thousands) 


U.S, 

*864,796 

5894,956 

*797,595 

Non-U.S, 

74,960 

67,083 

31,114 


*939,756 

*962,039 

*828,709 

Earnings (Loss) from Continuing Operations before 




Income Taxes and Interest 




U.S. 

* 32,135 

S 71,104 

* 69,315 

Non-U.S, 

(3,647) 

(1,383) 

4,450 


S 28,488 

S 69,721 

S 73,765 

Interest Expense 

22,706 

22,771 

22,820 

Earnings from Continuing Operations before Income Taxes 

S 5,782 

S 46,950 

* 50,945 

Identifiable Assets 




U.S. 

*694,741 

*727,712 

*665,765 

Non-U.S. 

64,699 

73,433 

86,512 


*759,440 

*801,145 

5752,277 




















In March 1981, the Company 
acquired an 85 % interest in Keller 
Christ, a retail jewelry chain based 
in West Germany. Unaudited pro 
forma consolidated results of opera¬ 
tions for 1981, as though Keller 
Christ had been acquired on April 1, 

1980 ? are not presented as the infor¬ 
mation is not available to present 
prior year results on a basis com¬ 
parable to 1983 and 1982. In 
October 1982, the Company acquired 
substantially all of the remaining 
stock in Keller Christ and decided to 
dose its manufacturing operation. 
Results of operations for Keller 
Christ for 1983 and 1982 included in 
the consolidated financial statements 
reflect sales of $41.2 million for 
1983 and $34.6 million for 1982 and 
net losses of S8.0 million (including 
a S] .8 million charge for closing the 
manufacturing operation) and S6.5 
million for 1983 and 1982, 
respectively. 


(15) SUPPLEMENTARY 
INFORMATION ON EFFECTS OF 
INFLATION AND CHANGING PRICES 
(UNAUDITED) 

The consolidated financial statements 
included in this report have been 
prepared in accordance with gener¬ 
ally accepted accounting principles 
and thus reflect transactions in 
historical dollar values. In recent 
years the escalation of inflation has 
caused serious concern among users 
of financial data because the finan¬ 
cial statements of business enter¬ 
prises do not adequately reflect the 
effects of inflation on the results of 
operations and financial position of 
these enterprises. 

There has been no general agree¬ 
ment reached on the appropriate 
method to use in order to modify 
historical-based financial statements 
for the effects of inflation. In an ef¬ 
fort to guide experimentation and 
provide a basis for further evalua¬ 
tion the Financial Accounting Stan¬ 
dards Board has issued various 
statements. The Company is pro¬ 
viding below the current cost infor¬ 
mation presently required. 

Under the current cost method, the 
Company is required to evaluate the 
effect of changes in specific prices 


after removing the effect of general 
inflation. Various indices were used 
to determine these changes. Current 
cost adjustments for property and 
equipment and the related deprecia¬ 
tion expense were determined by the 
use of certain indices published by 
the Department of Commerce. Since 
the Company uses the last-in, first- 
out (UFO) method of valuing sub¬ 
stantially all inventories, the resul¬ 
tant cost of goods sold approximates 
current cost. Under the current cost 
method, the decrease in earnings is 
due primarily to the increase in 
depreciation expense. 

The gain from the decline in pur¬ 
chasing power of net amounts owed 
represents the benefits the Company 
will receive in future years from 
having net monetary liabilities which 
will be repaid in future dollars hav¬ 
ing less value. 

Net assets at year-end, an amount 
equivalent to net shareholders' 
investment in the historical-based 
financial statements, increased by a 
substantial amount, in current 
dollars, reflecting what would he re¬ 
quired to replace assets. 







Year Ended March 31, 1983 


(amounts in thousands 
except per share amounts) 



Historical 

Adjusted for 
Changes in 
Specific 
Prices 


Dollars 

(Current Costs) 

Net Sales 

*939,756 

*939,756 

Cost of goods sold (including buying and occupancy expenses) 

613,600 

624,629 

Selling, genera! and administrative 

300,450 

303,075 

Interest 

22,706 

22,706 

Gain on sale of non-current assets 

2,782 

2,782 


Earnings (Loss) from continuing operations before income taxes 

Income taxes, including prior years tax assessment 

5,782 
(11,900) 

(7,872) 

(11,900) 

Net (loss) from continuing operations 

5 (6,118) 

5(19,772) 

Net (loss) per share from continuing operations 

* (.54) 

S (1.75) 

Gain from decline in purchasing power of net amounts owed 


5 4,220 

Decrease in current cost of inventories and property and equipment 

Effect of increase in general price level 


5(11,122) 

25,877 

Excess of increase in general price level over decrease in current cost 


* 36,999 

Net assets at year-end 

*408,834 

5595,683 

Net assets per share at year-end 

5 35.58 

$ 51.85 


FIVE YEAR COMPARISON OF 
SELECTED SUPPLEMENTARY DATA 
ADJUSTED FOR THE EFFECT OF 
GENERAL INFLATION 


Net sales, cash dividends and the 
market price per share of the Com¬ 
pany's common stock are shown 
with historical dollars adjusted for 
changes in the CPI-U. Average 1983 
dollars were used as the base year, 
and therefore the current cost 


amounts shown for these items prior 
to 1983 are larger than the amounts 
reported in the historical financial 
statements because the purchasing 
power of the dollar has declined 
from prior years. 



Year Ended March 31 

1983 1982 1981 1980 1979 

(In thousands of average 1983 dollars except per share amounts) 

Net sales 

*939,756 

S 1,011,632 

*953,964 

5935,492 

5905,770 

Current cost information— 

Income (Loss) from continuing operations 

* (19,772) 

S 

20,604 

5 28,782 

5 52,880 


Income (Loss) from continuing operations per 
common share 

* (1.75) 

$ 

1.84 

5 2.44 

5 4.41 


Excess of increase in general price level over change 
in current cost 

* 36,999 

$ 

41,575 

5 61,220 

5 3,078 


Net assets at year-end 

*595,683 

$ 

665,985 

5 729,882 

5668,580 


Gain from decrease in purchasing power of net 
amounts owed 

S 4,220 

$ 

6,541 

5 10,494 

S 15,122 


Cash dividends— 

Common 

S 1.26 

$ 

1.30 

5 1.31 

5 1.38 

5 1.43 

Class B Common 

5 — 

$ 

— 

5 — 

5 .66 

5 .69 

Market price per Common Share at year-end 

S 24.11 

$ 

21.90 

5 3191 

5 21.59 

5 22.67 

Average consumer price index 

291.7 


211A 

253.4 

224.8 

200.1 



















ZALE CORPORATION 
CORPORATE RESPONSIBILITY 


Zale attempts to fulfill its corporate 
responsibilities in a number of ways: 

The Zale Corporation contributes 
money and merchandise as well as 
occasionally '‘lending" the time and 
talent of individual employees to 
assist in a charitable effort. 

The Zale Foundation is a private, 
tax-exempt foundation of the Zale 
Corporation which awards grants to 
help those less fortunate and to 
build stronger communities. 

The Zale Employees have always 
been generous in their contribution 
of both funds and time in support of 
causes that require their assistance. 

In 1983, Zale Corporation and the 
Zale Foundation made combined 
charitable contributions of cash and 
merchandise valued at over a million 
dollars. The Zale Corporation grant 
recipients are numerous, but several 
programs are particularly note¬ 
worthy: The Zale Child Care Center 
completed its fourth full year of 
operation and continues to be 
viewed as one of the foremost 
examples of corporate leadership in 
this field. We continued to move 
forward in our Braille Watch Contri¬ 
bution Program—distributing 
hundreds of these timepieces to the 
sight-handicapped all over the globe. 
In addition to a corporate donation 
to the U.S. Olympic Committee, 
Donald Zale, our chairman, is assist¬ 
ing the committee as finance chair¬ 
man for the southwest region of the 
United States. 

The Zale Foundation made grants 
available to organizations in the 
health/medical field, for com¬ 


munity development, to day care 
programs, in education, and in the 
arts. In an effort to further stimulate 
Zale employee community involve¬ 
ment and volunteerism, the Founda¬ 
tion will direct an increasing propor¬ 
tion of its grants funds to support 
those organizations in which Zale 
Corporation employees are actively 
involved. 

Zale employees have consistently 
demonstrated a high level of concern 
and a great generosity of spirit when 
their assistance and involvement has 
been sought for a worthy project. 
During the past year, for example, 
Zale employees collectively pledged 
almost SI70 thousand to United Way 
programs across the nation. Another 
area of involvement is ZAIEPAC, the 
political action committee for Zale 
employees. It provides the oppor¬ 
tunity for individuals to become ac¬ 
tively involved in the political pro¬ 
cess. The committee is organized so 
that there may be a collective impact 
on the county, state, and national 
levels of government. 

Each year we strive to increase our 
collective corporate responsibility— 
the giving of ourselves and our sup¬ 
port in an effort to become a better 
corporate citizen and neighbor. 


Corporate responsibility involves the recognition of our 
need to be directly involved within the various com¬ 
munities in which we operate. Whether the specific focus 
of our concern is life support, quality of life, or enrich¬ 
ment of spirit, we want our involvement within every 
community to be such that our concern and actions have 
direct positive impact. Further, we believe it to be our 
responsibility within the corporate organization to create 
an environment that fosters an attitude of concerned 
awareness. Such awareness can lead to both corporate 
and individual involvement in the community in a 
variety of projects or causes. 
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BOARD OF 
DIRECTORS 


CORPORATE 

DIRECTORY 


Donald Zale 

Chairman of the Board and 
Chief Executive Officer 

Bruce A. Lipshy 

President and Chief Operating Officer 

Robert H. Bloom 

Chairman and Chief Executive Officer, 
The Bloom Companies, Inc. 

Willis Cowlishaw 

President Fine jewelers Guild Division 

Leo Fields 

Vice Chairman of the Board 

Donald G. Fitch 

Senior Vice President. Real Estate & 
Property Development 

G. Myrph Foote 

Consultant 

Irving Gerstein 

President Peoples Jewellers. Limited 

Allen Ginsberg 

President, International Diamond Division 

Dean P Guerin 

Chairman of the Board, 

Eppler, Guerin ££ Turner Inc 

Harvey R. Mitchell 

President, STM Mortgage Co 

Richard F, Mitchell 

Executive Vice President and 
Chief Administrative Officer 

James T. Roddy 

Executive Vice President, 

Peoples Jewellers, Limited 

John P, Weinel 

Admiral, l.S. Navy (Retired) 

Marvin Zale 

Vice Chairman of the Board 


COMMITTEES OF THE 
BOARD OF DIRECTORS 

EXECUTIVE COMMITTEE 

Donald Zaic* 

Leo Fields 
G, Myrph Foote 

AUDIT COMMITTEE 

G. Myrph Foote* 

Robert H. Bloom 
Dean P, Guerin 
Harvey R, Mitchell 


COMPENSATION AND 
PLANS COMMITTEE 

Harvey R. Mitchell* 

G, Myrph Foote 

‘Chairman 

EMERITUS OFFICERS 

Morris B, Zale 
Ben A, Lipshy 

CORPORATE EXECUTIVE OFFICERS 
Donald Zale, Chairman of the Board 
and Chief Executive Officer 
Bruce A. Lipshy, President and Chief 
Operating Officer 

Leo Fields, Vice Chairman of the Board 
Marvin Zale, Vice Chairman of the Board 
Richard F. Mitchell, Executive Vice 
President and Chief Administrative 
Officer 

SENIOR VICE PRESIDENTS 


Donald G. Fitch 

Wayne Majors 

David G. Gan 

William H, Pavony 

Michael B. Hacker 

James Samuels 

Mark Kupperblatt 
Dean Liles 

Dolph B.H. Simon 

VICE PRESIDENTS 

Michael C. Barlerin 

Gene Morphis 

Jean S, Barrow 

Dennis P, MuUin 

George Buchik 

Barry Pasarew 

Jerry Daws 

Michael Romaine 

Jerold Grubstein 

Thomas J, St. John 

Controller 

Leonard H, Schwartz 

William R. Gutow 

Jack Sims 

Walter H. Harvey 

David Weiner 

Treasurer 

Harry Johnson 

Sue Zuber 


OTHER CORPORATE OFFICERS 

Danny G. Hair, Assistant Controller 
Kenneth M, Masson, Assistant Treasurer 
Joe D. Underwood, Assistant Treasurer 
Merrill J. Wertheimer, Assistant Controller 

DIVISION SENIOR OFFICERS 

C.J, "Chuck" Weismer, President, 

ZaJe Jewelry 

Willis Cowlishaw, President, 

Fine Jewelers Guild 
Robert Keller, President, 

Mission Jewelry 
Alan J, Katz, President, 

Leased Jewelry 
Dean Groussman, President, 

Catalog Showrooms 

WiJIiam V, Robins, Managing Director, 
Zale Jewellers, Ltd,, England 


Bruce A, Lipshy 
Marvin Zale 


John P, Weinel 
Richard F. Mitchell, 
Ex Officio 
Dolph B.H. Simon, 
Ex Officio 

STOCK 

Dean P, Guerin 


Allen Ginsberg, President, 
International Diamond 
Ronald P, Marangi, President, 
Aeroplex, Incorporated 
Stanley Zale, President, 

Direct Mail 

H,R, Lively, President, 

Jewelers Financial Services, Inc, 


INTERNATIONAL EXECUTIVE 
ADVISORY GROUP 

Sydney F.J. Barnett, Managing 
Director, Stems Diamond 
Organisation, Ltd. 

Johannesburg, South Africa 
Walter G. McElroy, Principal, 

Grassie Jewelers, Ltd., 

Vancouver, B.C., Canada 
William V. Robins, Managing Director, 
ZaJe Jewellers, Ltd., 

London, England 


REGISTRAR & TRANSFER AGENT 

RepubltcBank Dallas, N.A. 

STOCK LISTINGS 

New York Stock Exchange 
Common—Symbol ZAL 
Series A Preferred—Symbol ZAL PFD 
Pacific Coast Stock Exchange 
Common—Symbol ZAL 
No principal market exists for Class B 
Common Stock 


EXECUTIVE OFFICES 

3000 Diamond Park Drive 
Dallas, Texas 75247 
(214) 634-401) 


STOCKHOLDER INFORMATION 

Shareholder Communications 
3000 Diamond Park Drive 
Dallas, Texas 75247 
(214) 634-4011 


INDEPENDENT PUBLIC ACCOUNTANTS 
Arthur Andersen & Co. Dallas 


NEW YORK OFFICES 

450 West 33rd Street 
New York, New York 10001 
(212) 560-1292 


FORM 10-K REQUESTS 

Shareholders may obtain without charge a 
copy of the Corporation’s Form 10-K, as filed 
with the Securities and Exchange Commission, 
for the year ending March 31, 1983, Requests 
should be addressed to the Public Relations 
Department. 


NOTICE OF ANNUAL MEETING 

Zale Corporation’s 1983 Annual Meeting of 
Shareholders will be held at 1J a.m , Thurs¬ 
day, August 18, 1983 at the Company’s head¬ 
quarters at 3000 Diamond Park Drive, Dallas, 
Texas. 



WILLIAM ZALE 
1904 - 1983 

William Zale, co-founder and vice chairman emeritus of 
Zale Corporation, died on March 22, 1983 at the age of 
79, after a lengthy illness. 

He was born in Shershiz, Russia in 1903 and emigrated 
with his parents to the United States at the age of five. 
Along with his brother, Morris B. Zale, he helped to 
build a single Wichita Falls, Texas jewelry store into 
the largest fine jewelry retail organization in the 
world. 

Mr. Zale served as vice president of sales and advertis¬ 
ing for the company during the 1930's, He continued 
to serve as vice chairman of the board until he retired 
in 1974, and remained active as vice chairman 
emeritus until his death. 

He was involved with a number of religious and 
charitable organizations, including the American Cancer 
Society, Congregation Shearith Israel, the Jewish 
Welfare Foundation and the United Jewish Appeal. In 
1972, the Dallas District Zionist Organization of 
America named him Kfar Silver Man-of-the-Year. 

A warm and caring man, William Zale was loved by 
many and respected by all. We mourn his passing and 
will miss him. 
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